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INITIAL BRIEF OF THE CITY OF CHICAGO 

Now comes The City of Chicago (‘City”), by its attorney. Mara S. Georges, Corporation 

Counsel, and pursuant to the order of the Administrative Law Judge and the Illinois Commerce 

Commission’s (“ICC” or “Commission”) Rules of Practice, hereby files its Initial Brief 

I. INTRODUCTION 

In November 2005, IBT declared certain residential telecommunications services 

competitive for approximately 2.5 million of its customers living in northeastern Illinois. 

Telecommunications services declared competitive by a carrier automatically become 

competitive upon declaration. However, the ICC has the authority to investigate whether any 

particular competitive classification is warranted. With respect to IBT’s 2005 residential 

competitive declaration, and after a careful evaluation of the services declared competitive, the 

ICC determined an investigation was necessary. Accordingly, pursuant to Section 13-502 of the 
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Illinois Public Utilities Act, the ICC opened this docket to investigative whether the residential 

services declared competitive by IBT are, in fact, competitive as required by statute. See 220 

ILCS 5113-502. 

The official name of the portion of IBT's service territory covered by the competitive 

declaration is MSA-I . MSA-I is a large geographical area of northeastern Illinois encompassing 

the City of Chicago and numerous other municipalities extending north to the Wisconsin border 

and extending south to Kankakee. 

Of the 2.5 million residential customers in MSA-1, approximately 830,000 customers 

purchase the minimum level of residential service offered by IBT, commonly known as local 

measured service. A customer who purchases local measured service purchases the access line, 

which allows the customer to make calls, and then pays only for the local calls that they make, 

which are priced on a per call basis at 3 cents a call (volume discounts are also available). 

Depending on where the customer lives, the price of the access line could range from $2.55 per 

month to $9.00 per month. Generally, customers in more densely populated areas pay less for 

the access line because IBT's cost of providing that access line is less in those areas. Most of 

these local measured customers make relatively few calls per month, many are considered low- 

income and a significant number could not afford telephone service without receiving financial 

assistance (in paying their telephone bills) through a program called Lifeline. 

The remaining residential customers in MSA-1 who are affected by IBT's competitive 

declaration purchase what are commonly called service packages. Generally, these service 

packages contain a combination of usage services and several vertical services at one fixed 

monthly price. Among these service packages, customers can purchase packages that include 



either a fixed number of local calls per month or unlimited local calling. Examples of vertical 

services are caller ID, call waiting and three-way calling. Vertical services also may be 

purchased on a stand-alone basis, as well as part of service packages. Thus, a local measured 

customer described above, who purchases an access line and pays only for those calls he makes, 

may also purchase a vertical service at an additional monthly fixed charge. 

II. STATUTORY REQUIREMENTS FOR FINDING THAT RESIDENTIAL 
SERVICES ARE COMPETITIVE 

Section 13-SO2 of the Illinois Public Utilities Act governs this investigation. 220 ILCS 

5113-502. Section 13-502 (b) provides that in any hearing or investigation concerning the 

propriety of any classification, the telecommunications camer providing the service, IBT in the 

instant case, has the burden of proof. 220 ILCS 5/13-502(b) 

Section 13-502 (b) provides the following: 

a service shall be classified as competitive only if, and only to the extent that, for some 
identifiable class or group of customers in an exchange, group of exchanges, or some 
other clearly defined geographic area, such service, or its functional equivalent, or a 
substitute service, is reasonably available from more than one provider, whether or not 
any such provider is a telecommunications camer subject to regulation under this Act. 

At a minimum, Section 13-5020 requires the Illinois Commerce Commission to consider 

the following factors: 

(1) 

(2) 

the number, size, and geographic distribution of other providers of the service; 

the availability of functionally equivalent services in the relevant geographic area 

and the ability of telecommunications carriers or other persons to make the same, 

equivalent or substitutable service readily available in the relevant market at 

3 



comparable rates, terms and conditions; 

the existence of economic, technological, or any other barriers to entry into, or 

exit from, the relevant market; 

the extent to which other telecommunications companies must rely upon the 

service of another telecommunications carrier to provide telecommunications 

service; and 

any other factors that may affect competition and the public interest that the 

Commission deems appropriate. 

(3) 

(4) 

(5) 

111. THE CITY’S POSITION 

A. Section 13-502 Must Be Applied To Protect Consumers From Potential Rate 
Increases Not Constrained By Market Forces. 

The City of Chicago welcomes vigorous competition in the local telecommunications 

market. Vibrant price constraining competition in a fully competitive market protects consumers 

and may be a suitable replacement for government regulation. New entrants in a fully 

competitive market can spur investment, innovation, create jobs and thus benefit the economy as 

a whole. 

In recognition of the changing environment in the local telecommunications market, 

Section 13-502 of the Public Utilities Act (“PUA”) was enacted to govern the transition from 

regulation to competition. See 220 ILCS 5/13-502. This statutory framework was designed to 

ensure that consumers are protected against efforts that would result in the premature removal of 

regulatory safeguards without the price protections afforded by a fully competitive market. As 
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one of IBT’s competitors testified, “ The issue before the Commission in this proceeding will 

directly impact the prices paid by residential customers in the Chicago MSA.” Data Net Systems 

Ex. 3.0, p. 18. 

In order to sustain IBT’s classification of residential services as competitive, the ICC 

must conclude that IBT has clearly demonstrated that competitive market forces exist that will 

constrain IBT’s ability to increase rates----not merely that competitors exist in the market place. 

Section 13-502(~)(2) requires the ICC to consider the ability of competitors to make “...the same, 

equivalent, or substitutable service readily available in the relevant market at comparable rates, 

terms and conditions; .... 220 ILCS 5113-502 (c)(2). (Emphasis added) Therefore, after finding 

that competitors exist and that they offer similar services, the Commission must find that the 

competitor’s services that are available are in fact “comparable”. In other words, services that 

have the capability of causing a consumer to switch providers. Certainly, the same service at 

two or three times the price charged by IBT would not be attractive to a consumer, nor would a 

telecommunications service offering that requires a consumer to purchase cable TV and internet 

access when the consumer is only interested in purchasing telephone services. 

market contains service offerings that have the capability to cause a customer to switch providers 

do you have the existence of market forces that can constrain IBT from raising rates 

indiscriminately. 

Only when a 

In addition to Section 13-502(~)(2), Section 13-502(~)(5) provides further support for the 

Commission to require IBT to demonstrate the existence of price constraining competition as a 

pre-condition to a competitive reclassification of services. Section 13-502(~)(5) requires the 

ICC to consider any other factors that “...may affect competition and the public interest...”. 220 

5 



ILCS 5/13-502(~)(5). Giving IBT the unfettered ability to increase rates for residential services 

without price constraining competition is clearly inconsistent with the public interest. 

B. The Record Evidence Of Truly Competitive Market Forces That Would Constrain 
IBT’s Ability To Increase Prices Is Not Compelling 

1.) Alternative Regulation Has Worked Well And Should Not Be Abandoned 
Without Clear and Substantial Evidence That Consumers Will Be Protected 

Since 1994, the ICC has overseen an alternative regulation plan for IBT’s basic 

residential services. By all accounts, this limited form of regulation has worked well for 

residential customers, especially those who do not make a lot of calls, and cannot afford all the 

additional optional services now offered by telecommunications carriers. Under alternative 

regulation, residential service rates declined and have produced savings in the hundreds of 

millions for consumers since alternative regulation was first adopted.’ 

Significantly, IBT has produced solid financial results under alternative regulation and 

has generated dividends to it parent company allowing it to address competitive challenges in 

unregulated markets, through among other things, acquisitions. AG Ex. 1.2, p. 3. For example, 

for the period ending December 31, 2005, IBT realized a 21.04% return on shareholder’s equity 

and over the period of 2002-2005, IBT has paid out $2.32 billion in dividends to its parent, SBC 

(now known as AT&T). AG Ex. 1.2,37. In 1999, Amentech, IBT’s parent company at the time, 

merged with SBC. Last year, SBC purchased AT&T Corp., becoming one of the largest 

For example, in 2005,2004 and 2003 respectively, IBT reduced its rates $15.1 I 

million (1.93%), $26.5 million (2.75%), and $32.7 million (2.97%) as a result of the alternative 
regulation plan. AG Ex. 1.2, p. 3. 
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telecommunications companies in the world. This new entity controls a substantial number of 

all local telephone access lines in the country, a large share of the long distance market and will 

soon be the sole owner of Cingular, one of the largest cellular companies in the U.S. market. 

If IBT’s competitive classification of residential services is sustained by the ICC, 

residential rates would no longer be governed by the alternative regulation plan nor would 

consumers benefit from the potential rate reductions available under alternative regulation. 

Instead, IBT would have the unfettered ability to increase rates for residential services, except to 

the extent it was limited by price constraining competitive market forces, if any. Accordingly, 

the Commission must consider the fact that the benefits of alternative regulation would be lost if 

IBT’s competitive reclassification is sustained, as it conducts its public interest analysis required 

by Section 13-502(~)(5). 220 ILCS 5/13-502(~)(5). IBT’s alternative regulation plan should not 

be abandoned unless there is clear and substantial evidence that residential consumers will be 

protected. 

- 2. Customers Are Clearlv At Risk If The Commission Finds Local Measured 
Service Competitive 

a.) 

IBT has clearly not met its burden to demonstrate that the local telecommunications 

No Competition Exists for Low Usage Customers 

market in MSA-1 has reached a sustainable level of competition that would adequately protect 

residential consumers who purchase local measured service. As described earlier in this brief, 

local measured customers purchase only an access line and pay for only those local telephone 

calls that they make. 

While IBT has identified companies that offer local telecommunications services in 
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MSA-1, IBT is the o& party that believes that there are competitors who offer a service at a 

price level comparable to its local measured service. The expert testimony sponsored by IBT’s 

competitors, the ICC Staff, the Citizens Utility Board and the Attorney General of Illinois all 

dispute IBT’s testimony and in the City’s opinion provide credible testimony that these services 

remain non-competitive . See Staff Ex. 4.0, p. 11; CUB Ex. 1.0, p.39; AG Ex. 1.0, pp. 106-122; 

Data Net Systems Ex. 1 .O. Accordingly, pursuant to Section 13-502 of the Public Utilities Act, 

the City submits that the substantial weight of the record evidence supports reclassifying local 

measured service as non-competitive. 

b.) The City Opposes Rate Increases That Would Likely Follow For Those Least 
Likely To Afford It 

As part of its Section 13-502 analysis and based on the record evidence, the Commission 

must assume that IBT will increase rates for local measured customers if the ICC sustains IBT’s 

competitive declaration for these services.’ AG Ex. 1.0, pp. 10,49. As discussed earlier, most 

local measured customers make relatively few calls per month, many are considered low-income 

and a significant number could not afford telephone service without receiving financial 

assistance (in paying their telephone bills) through a program called Lifeline, a program which 

benefits tens of thousands of telephone customers in MSA-I. CUB Ex. 1 .O, p. 42. 

If these rates are increased, the substantial weight of the evidence indicates that these 

In 2005, IBT increased rates for business customers with 4 or fewer access lines 
in Chicago soon after legislation declaring these services competitive became effective. In 
Wisconsin, Michigan, Indiana, Missouri, Oklahoma, IBT affiliate companies raised access line 
rates. AG Ex. 1.2, p. 26. 

2 
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customers do not have meaningful competitive alternatives at comparable rates and conditions. 

Thus, these consumers would be forced to either pay higher prices or disconnect from the 

network. Indeed, the Commission Staff, Dr. Selwyn, the Attorney General witness, and Ms. 

McKibbin, CUB’S witness, all agree that a number of low income customers on Lifeline support 

will no longer be able to afford telephone service ,and will leave the network if IBT increases 

rates for local measured service. Staff Ex. 4.0, p. 12; CUB Ex. 1.0, p. 42; AG Ex. 1.0, p. 38. 

Leaving the network means that these customers would no longer have access to 9-1-1, schools, 

childcare or their workplaces. This result would only make worse the already declining 

telephone penetration levels in Illinois, the only state in the country that has experienced a 

significant decline in the number of people having access to telephones in their homes since 

1983. CUB Ex. 1.0, p. 40. In 1983, only 5% of Illinois households went without a phone, 

compared to 9:5% today. The loss of telephone service for low-income customers would 

certainly not be in the public interest and is a factor that the Commission must consider pursuant 

to Section 13-502(~)(5). 220 ILCS 5/13-502(~)(5) 

Although the Commission Staff agrees that local measured service customers do not have 

competitive alternatives, the Staff has advanced the theory that competition has not developed in 

this segment of the market because the prices charged by IBT are too low----that they are priced 

below cost. Staff Ex. 4.0, p.11. While Staffs theory may or may not be accurate, the City 

submits that it is irrelevant to the ultimate issue that must be decided by the Commission in a 

Section 13-502 investigation- whether the services are in fact competitive. Only after the 

Commission determines this issue would the relationship of price to cost (imputation) become 
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relevant. AGEx. 1 . 1 , ~ .  18.3 

If Staff or IBT believe that certain residential rates are priced below cost, a proceeding 

could have been initiated under alternative regulation at any time & to this investigation to 

correct the pricing and test Staffs theory. 

increases in this proceeding for services when the evidence overwhelmingly supports the finding 

that these services are not competitive under Section 13-502 of the PUA. 

In any event, the Commission cannot order rate 

&. U'hilc Some Alternative Serviccs Arc .Available In Somc Exchanges In .\ISA- 
I For Ilighcr-Priccd Servicc Packagcs, I t  \ lav Re Premature to Declarc Evcn 
These Services Competitive. 

'There is substantial c\,idence in tlie record that indicates i t  i i ia)' bc premature to  declare 

IHT'i highsr-priced residential sc'r\'ice packages caiiipctiti\.e i n  hIS,\-l. In balancinz the 

\.;irious fa<kws in Scction 13.502. the City contcnds that finding these rcsidcntial scrvicei 

eonipetitive. at this timc, miiy pose iiii  undue niid unjustifiable risk to rcsidcntidl custonicrs. It is 

siinpl! uiicI<ar ivhethcr tlic compctitiw market is ;it the levcl nsccssav to protect constinisrs. 

\Virclcss service is clearly not a substitute for \\ irdiiic sen ice for the vast majority u i  

consuinc'rs ;kt this t i n i t  The iiascetit c;iblc telephony and VolI' itidustries arc prwiding some 

idiiicc altertiativcs in  sonic csch.iiig<i i i i  *rlSA-I. Ilo\\cver. tlicrc is ii question as to whcthcr 

thcy ar2 pro\,iJiny fiunctionally equivJlcnt scniccs atid nliethcr they provide x t u a l  price 

cdtistraininr compctition to IBT. \\'hilt thcsc competitors are poscd to continue to gain market 

iharc. tlie Coinmission must detemiinc whcthcr they alone may bc. sufticictit given the 

uncet-tatnty about thc future of'the traditional CLLC tnarkct. The C'I.EC industry has very 

Dr. Selwyn, the witness for the Attorney General, cites numerous errors in Staffs 3 

imputation analysis. See AG Ex. 1.1, pp. 19-22. 
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recently undergone two seminal events-SBC’s purchase of AT&T and Verizon’s purchase of 

MCI in 2005, and the FCC’s February, 2005 Triennial Review and Remand Order eliminating 

UNE-P--- both of which may have a dramatic impact on the future of local competition. 

a.) 

The Telecommunications Act of 1996 (“the 1996 Act”) was enacted to provide a 

regulatory framework to transition the local telecommunications market from a monopoly to a 

fully competitive market. Although many competitors have entered the local market since the 

passage of the 1996 Act, many have left as well, and there is considerable evidence in the record 

that today, ten years later, the market is undergoing a fundamental shift. Indeed, we may have 

The CLEC Market May Not Survive 

seen the peak of competitive market entry and arc starting to see a growing market trend 

downward of competitive market share. Consequently, the City recommends that the ICC 

proceed cautiously as it considers whether residential services, even the higher priced service 

packages, are facing price constraining competition at the present time. As Attorney General 

witness Dr. Selwyn testified, 

Recent regulatory and market events will so fundamental(1y) alter the competitive 
telecom landscape as to invalidate the use of historic and existing market conditions as 
predictors of the state of competition in the Illinois residential market going forward. 
AG Ex. 1.0, p. 122. 

As Dr. Selwyn referenced, and as the Commission is well aware, the competitive local 

telecommunications market recently underwent an unprecedented reorientation with SBC’s 

purchase of AT&T and Verizon’s purchase of MCI. From seven Rl3OCs (regional bell operating 
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companies) that were created from the break-up of AT&T in 1984, the country now has three.4 

Moreover, AT&T and MCI were the two largest national competitors to IBT and, as a result of 

these acquisitions, the market share held by competitive local exchange companies (CLECs) in 

Illinois dropped precipitously from 28% to 22%. AT&T Ex. 1.0, p. 35. This is a critical 

factor for the Commission to consider as part of its Section 13-502 analysis. See 220 ILCS 

Section 5/13-502(~)(5). And not only because of the immediate impact in terms of current 

market share held by competitors, but what these acquisitions represent for the future of the 

CLEC market. 

There is little dispute that AT&T and MCI exited the market, at least in part, due to their 

inability to sustain a business case for continued mass market residential competition. AG Ex. 

1.0, pp 6-7, 125-126. Thus, as part of its 13-502 analysis, the Commission must consider 

whether the remaining smaller, less well-financed competitors will soon follow. The City 

therefore agrees with the witness for Data Net System, one of IBT’s competitors, and Attorney 

General witness Dr. Selwyn, that the Commission must conduct what is termed, a “dynamic 

analysis” of the changes occurring in the Illinois’ residential market and not focus on a snapshot 

of the market at a particular moment in time, as suggested by Staff. Data Net Systems Ex. 3.0, p. 

3; AG Ex. 1.1, pp. 2-3. Thus, while the parties may disagree whether the current CLEC market 

share is 13%, 15% or 17%, the Commission should be even more concerned about the 

underlying causes for this market trend and whether it is likely to continue. See AT&T Ex. 1.0, 

Schedule WKW-5, Revised. 

AT&T, IBT’s parent company, recently announced its intention to acquire 4 

BellSouth, one of the last RBOCs. When that purchase is complete, only AT&T (formerly 
SBC),VerizonandQwestwillremain. AGEx. 1.1,p.ll. 

12 



The second recent seminal event in the local telecommunications market was the FCC’s 

February, 2005 decision in its Triennial Review and Remand Order, which removed IBT’s 

obligation to provide UNE-P and its UNE-switching component after March 11,2006. AG Ex. 

1.0, pp. 123-129; CUB Ex. 1.0, p. 38. The AG, CUB and the IBT’s competitors testifying in this 

case all agree that the effect of this order, if sustained in Illinois’, will make it economically 

impractical for the CLEC industry to offer residential services at a price that will be able to 

constrain IBT’s own basic service rates. AG Ex. 1 .O, pp.133-142. Data Net Systems Ex. 3.0, pp. 

14-18. 

services to the mass market was due, in part, to this FCC decision. AG Ex. 1 .O, pp. 125-1 26 

There is no question that the Commission must try to understand the impact of this decision in its 

Section 13-502 analysis.6 Section 13-502(~)(3) requires the Commission to consider the 

“...existence of economic, technological, or any other barriers to entry into, or exit from, the 

relevant market;...”. 220 ILCS 5/13-502(~)(3) 

Indeed, before it was acquired by SBC, AT&T’s decision to stop offering residential 

Because of the timing of SBC’s acquisition of AT&T and the FCC’s Triennial Review 

and Remand Order, it may be impossible as a practical matter for the Commission to make 

accurate and reliable conclusions regarding the ultimate impact of these seminal events on the 

local telecommunications market in MSA-I. Therefore, the City submits that it would not be 

Last year, the U.S. District Court for the Northern District of Illinois temporarily 5 

stayed the FCC’s order. Briefs have been filed and a final decision by the District Court is 
expected sometime this year. See Illinois Bell Telephone Co. V. Access One. Inc. et al., Case 
No. 05 C 1149 (N.D. Ill. March 29,2005). 

CLEC market share would drop to 6.2% if all CLEC access lines currently 6 

supported by UNE-P could no longer be provided on an economic basis, those lines reverted to 
IBT and the remaining CLEC market share was essentially all facilities-based. AG Ex. 1.1 ,  p. 16 
(errata) 

13 



unreasonable, perhaps even prudent, for the Commission to wait until the impact of these events 

are fully assimilated and reflected in the marketplace. To do otherwise may place residential 

consumers, even those who purchase higher priced service packages, at significant and 

unjustifiable risk. 

b.) 

IBT has failed to demonstrate that wireless phones are perceived by residential customers 

Wireless Is Not A Substitute For Wireline 

as providing a substitute service as required by Section 13-502. AG Ex. 1 .O, p. 89. While the 

wireless phone industry is growing at a significant rate and perhaps even eclipsing total wireline 

phones in raw numbers, the evidence, supported by FCC national studies, shows that less than 

6% of wireless customers in the Chicago LATA have eliminated their wireline service. AG Ex. 

1.0, pp. 83-84. The City submits that this fact alone demonstrates that the overwhelming 

majority of wireline customers do not currently consider wireless service as a substitute for 

wireline service or its functional equivalent. As Dr. Selwyn astutely observed, “By subscribing 

to both wireline and wireless services, the vast, overwhelming majority of consumers are 

confirming that they consider the services as providing separate and distinct functions, rather 

than as providing the same or substitute services.’’ AG Ex. 1 .O, p. 68. (emphasis in original) 

c.) 

The nascent cable telephony and VoIP industries are providing some service alternatives 

in some exchanges in MSA-1, but are not providing service in other exchanges, including some 

areas of the Chicago exchange. CUB Ex. 1.03. VoIP penetration rates are very low and there is 

Cable Telephony and Voice Over Internet (VoIP) Services 
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no reliable data as to the number of households that have o& VoIP-based services. AG Ex. 1 .O, 

97. In addition, there is a question as to whether they are providing functionally equivalent 

services and whether they provide actual price constraining competition to IBT. 

shows that the least expensive stand-alone telephone service offered by Comcast, the cable 

operator cited by IBT as its most significant cable competitor, is priced at $54.95. AT&T Ex. 

1.5, p. 20. VoIP services require that the customer already has a broadband connection in order 

to purchase VoIP telephone services, which can cost anywhere from $15 - $50 by itself. AG Ex. 

1.0, p. 96. Finally, there are service quality issues with VoIP services, which the industry readily 

acknowledges. AG Ex. 1.0, pp. 95-102 

The record 

C. The CUB-IBT Joint Proposal Is Not In The Public Interest 

After the initial round of hearings in this case, IBT and the Citizens Utilities Board 

(CUB) filed a joint proposal offering the ICC a proposed resolution of the issues in this case. 

The City joined the Attorney General of Illinois, the Cook County State’s Attorney’s Office and 

AARP in co-sponsoring the testimony of Dr. Lee Selwyn in opposing this joint proposal as not 

being in the public interest. See AG Ex. 1.2. 

Among other things, the IBT-CUB joint proposal contains the following provisions: 

* amroves IBT’s competitive classification of all residential services, including 

local measured service; 

allows IBT to increase the monthly access line rate charged to customers of local 

measured service by up to $1 .OO per year for each of the next three years; 

makes available three “safe harbor” service packages with proposed rates that are 

* 

* 
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reduced and then frozen for four years from current levels; 

automatic ICC investigations of rate increases for the three “safe harbor” service 

packages that occur after the freeze period, where the proposed rate increase 

exceeds a ceratin level; 

IBT contributes $2.5 million over three years to the funding of CUB’s consumer 

education and awareness program designed to assist consumers to purchase the 

most appropriate and least costly telecommunications services; 

* 

* 

The City recognizes CUB’s good faith efforts to address the difficult issues in this 

proceeding and understands that the joint proposal, from CUB’s perspective, is intended to 

protect and assist consumers during this dynamic period of uncertainty in the local 

telecommunications market. The City, however, contends that the joint proposal is fatally 

flawed because it is not designed to produce a net benefit to consumers. The joint proposal all 

but guarantees significant rate increases for IBT’s approximately 830,000 current local measured 

customers, while making any rate reductions contineent on the success of an underfunded 

customer education program that will be overwhelmed by IBT’s virtually limitless marketing 

resources. AG Ex. 1.2 

As Dr. Selwyn testified, if IBT increased rates for local measured customers to the 

maximum available under the joint proposal during the four year period of the plan, which the 

City submits the ICC must assume for purposes of this proceeding, residential customers in 

Chicago would experience rate increases ranging from 54% to 118%, with comparable increases 

outside of Chicago, all other things being equal. AG Ex. 1.2, p. 21. These rate increases will 

provide IBT with an additional $1 16 million in revenue. AG Ex. 1.2, p. 26. Moreover, these 
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rate increases will be incurred by the segment of the residential market that even CUB 

acknowledges in its previously filed testimony is not competitive, while the potential rate 

reductions, if any, will be realized by those customers who, relatively speaking, have more 

competitive alternatives. AG Ex. 1.2. 

IV. CONCLUSION 

The City welcomes robust competition in the local telecommunications market. Vibrant 

price constraining competition in a fully competitive market protects consumers and may be a 

suitable replacement for government regulation. The local telecommunications market, 

however, has very recently undergone two seminal events-SBC’s purchase of AT&T in 2005 

and the FCC’s February, 2005 Triennial Review and Remand Order eliminating UNE-P--- that 

may have dramatic impacts on the future of local competition. 

Because of the timing of SBC’s acquisition of AT&T and the FCC’s Triennial Review 

and Remand Order, it may be impossible as a practical matter for the Commission to make 

accurate and reliable conclusions regarding the ultimate impact of these seminal events on the 

local telecommunications market in MSA-I. Therefore, the City submits that it would not be 

unreasonable, perhaps even prudent, for the Commission to wait until the impact of these events 

are fully assimilated and reflected in the marketplace. To do otherwise may place residential 

consumers, even those who purchase higher priced service packages, at significant and 

unjustifiable risk. 

Under no circumstances, however, should local measured service’s competitive 

classification be upheld. Most of these local measured customers make relatively few calls per 
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month, many are considered low-income and a significant number could not afford telephone 

service without receiving financial assistance (in paying their telephone bills) through a program 

called Lifeline. The evidence indicates that IBT will increase rates for this service and because 

these customers have no meaningful alternatives in the marketplace, they will have to pay the 

higher prices or in some cases, do without telephone service. 

Finally, the City opposes the CUB-IBT joint proposal because it does not produce a net 

benefit for consumers and is not in the public interest for the reasons stated herein and in the 

testimony of Dr. Lee Selwyn, a nationally known economist, which was jointly sponsored by the 

City of Chicago, the Attorney General of Illinois, the Cook County State’s Attorney’s Office and 

AARP. 

Respectfully submitted. 

CITY OF CHICAGO 
Mara S. Georges 

Jack A. Pace 
Senior Counsel 
City of Chicago, Department of Law 
30 N. La Salk Street, Suite 900 
Chicago, Illinois 60602 
312-744-6997 
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Chicago, Illinois 60601 

Jessica R. Falk, Robert Kelter 
Julie Soderna, Christopher C. Thomas, 
& Anne McKibbin 
Citizens Utility Board 
208 S. LaSalle Street, Ste. 1760 
Chicago, Illinois 60604- 1003 

Allan Goldenberg, Mark N. Per% 
& Marie Spicuzza 
Environment & Energy Division 
Cook County State's Attorney's Office 
69 W. Washington, Ste. 3130 
Chicago, Illinois 60602 

Michael W. Ward 
Atty. For TruComm Corporation 
Data Net Systems, LLC 
1608 Barclay Blvd. 
Buffalo Grove, Illinois 60089 

Phillip A. Casey 
Atty. For Illinois Bell Telephone Company 
Sonnenschein Nath & Rosenthal LLP 
233 S. Wacker Dr. 
Chicago, Illinois 60606 

John Hester 
Case Manager 
Illinois Commerce Commission 
160 North LaSalle, Ste. C-800 
Chicago, Illinois 60601-3104 

Mary Pat Regan 
Vice President - Regulatory 
Illinois Bell Telephone Company 
555 Cook St., F1. 1E 
Springfield, Illinois 62704 

David 0. Rudd 
Director, State Government Relations 
Gallatin River Communications, LLC 
625 S. Second Street, Ste. 103-D 
Springfield, Illinois 62704 

Susan L. Satter & Janice A. Dale 
Illinois Attorney General's Ofice 
100 W. Randolph, 11" F1. 
Chicago, Illinois 60601 

Donna Ginther 
Manager, Advocacy 
AARP Illinois 
300 W. Edwards St., 3'd F1. 
Springfield, Illinois 62704 

Terrence Hilliard 
Administrative Law Judge 
Illinois Commerce Commission 
160 N. LaSalle Street 
Chicago, Illinois 60601 


